Least-Cost Procurement
The policy of least-cost procurement has apparent budgetary advantages but can be detrimental to the quality of materials and systems procured. This policy is now beginning to shift toward permitting the use of "best value supplier" rating systems for government subcontracts. These rating systems permit government and contractor procurement personnel, in selecting vendors, to balance considerations of cost with considerations of timely delivery, quality, and technical performance.
Overabundance of Suppliers
The practice of encouraging a large pool of suppliers may be detrimental to materials advancement, because, in an environment of small markets, circumstances often dictate the need for only two or three vendors. A large number of suppliers can mean that the business is profitable for none.
Cost Accounting Rules
The government's cost accounting system fails to take adequate account of the technology development cycle. Its perspective of basing allowable profit as a fixed percentage of material or product cost is foreign to commercial practice. It tends to reward high-cost suppliers who do not invest in improving their technology. It inhibitsnsformation must start at the top of the organization and work its way down.
